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The Simple Vehicle License Fee Reduction Program
Jaeson D. White
Code Sections Affected
Revenue and Taxation Code §§ 10754 (amended), 10903
(amended), 10754.2 (repealed).
SB 22 (Chesbro); 2001 STAT. Ch. 5.
I. INTRODUCTION
Motor vehicles operated on highways or public off-street parking facilities in
the State must be registered, and registration fees must be paid.' The registered
owner of the vehicle must pay a twenty-eight dollar registration fee2 and other
miscellaneous fees,3 including the vehicle license fee (VLF).4
The California Legislature implemented the VLF in 1935.' Prior to 1935, the
county assessor annually inspected each person's possessions, including their
motor vehicle, to determine the amount of tax owed on those items.6 "The VLF is
levied in lieu of taxing vehicles as personal property."7 The VLF is based on two
percent of the market value of the vehicle, as determined by the Department of
Motor Vehicles (DMV).8 The revenues generated by the VLF are distributed to
the general funds of local governments. 9 The original purpose of the VLF was to
pay for local streets and roads.'°
The Legislature has reduced, or "offset," the VLF on a number of
occasions." The most recent reduction of the VLF came with the passage of
Chapter 106.2 This bill established progressive reductions to the VLF and a
rebate program." The rebate program established by Chapter 106, also known as
1. CAL. VEH. CODE § 4000(a) (West 2000).
2. Id. § 9250 (West 2000).
3. Id. §§ 9250.2 -. 19 (West 2000).
4. CAL. REV. & TAX. CODE § 10751 (West 2000).
5. Tom McClintock, Junking the Car Tax, CAL-TAX DIGEST, July 1998, available at http://207.
73.98174/ member/digest/jul98ju198-3.htm (last visited July 15, 2001) [hereinafter CAL-TAX DIGEST] (copy on
file with the McGeorge Law Review).
6. See id. (discussing the frustration of individuals hiding their cars from tax assessors).
7. SENATE RULES COMMITTEE, COMMITEE ANALYSIS OF SB 22, at 1 (Apr. 16, 2001).
8. CAL. REV. & TAX. CODE § 10752 (West 2000).
9. CAL-TAX DIGEST, supra note 5, at 1.
10. Id.
11. See 1998 Cal. Stat. ch. 322, sec. 2, at 5 (reducing the VLF and introducing means to further reduce
the VLF when certain economic conditions are met); see also 1999 Cal. Stat. ch. 74, sec. 1, at 1 (providing a
one-year, thirty-five percent reduction in the VLF).
12. 2000 Cal. Stat. ch. 106, sec. 1, at 2.
13. CAL. REV. & TAX. CODE § 10754.2 (West 2000).
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a dual-offset program,'4 authorized the DMV to reduce the VLF on the annual
registration renewal of each vehicle in the State by thirty-five percent. ," After the
registered owner paid the remaining VLF, the DMV calculated the difference
between the 35-percent offset and a reduction of 67.5 percent. 16 The resulting
figure was provided to the State Controller and the Department of Finance. The
State Controller then issued a rebate check to the registered owner of the
vehicle."
On January 1, 2001, the DMV implemented the dual-offset program
prescribed by Chapter 106, and the State Controller processed rebate checks.' 9
Since its implementation, the dual-offset program has been heavily criticized.2°
Opponents are quick to point out that the program costs California twenty-two
million dollars per year to administer.2 ' Additionally, opponents believe the
primary motivation behind the dual-offset program was political rather than to
provide a simple reduction in the VLF.2 The Legislature enacted Chapter 5 to
eliminate the dual-offset program and to permanently set the VLF reduction rate
at 67.5 percent.
14. See SENATE RULES COMMITTEE, COMMITTEE ANALYSIS OF SB 22, at 2 (Apr. 16, 2001) (stating that
"this bill abolishes the dual-offset system as of July 1, 2001").
15. CAL. REV. & TAX. CODE § 10754.2.
16. Id.
17. Id.
18. Id.
19. See Dep't of Motor Vehicles, Reduced Vehicle License Fee, at http://www.dmv.ca.gov/
aq/vlfrebate.htm (last visited July 15, 2001) (copy on file with the McGeorge Law Review) (stating "legislation
authorized the DMV and the State Controller to rebate an additional 32.5 percent of the VLF (a total of 67.5
percent).")
20. Editorial, Put Brakes on Car Tax Chicanery, L.A. TIMES, Sept. 24, 2000, available at
http://republican.sen.ca.gov/web/mcclintock [hereinafter Car Tax Chicanery] (copy on file with the McGeorge
Law Review); Editorial, Car Tax Cut: Rebate System Is Less Convenient and More Costly. Give Us the Money
Up Front, Please, VENTURA COUNTY STAR, Aug. 11, 2000, available at http://republican.sen.ca.
ov/web/mcclintock [hereinafter Car Tax Cut] (copy on file with the McGeorge Law Review); Editorial,
Pandering on Tax Cuts, L.A. TIMES, June 28, 2000, available at http://republican.sen.ca.gov/web/mcclintock
[hereinafter Pandering on Tax Cuts] (copy on file with the McGeorge Law Review); Editorial, Davis and a
Clever "Tax-Cut" Maneuver, ORANGE COUNTY REG., July 27, 2000, available at http://republican.
en.ca.gov/web/mcclintock [hereinafter Clever "Tax-Cut" Maneuver] (copy on file with the McGeorge Law
Review); Jim Sams, Vehicle-Tax Refunds Turn Into Political Football, STOCKTON REC., July 26, 2000,
available at http://republican. sen.ca.gov/web/mcclintock [hereinafter Vehicle-Tax Refunds] (copy on file with
the McGeorge Law Review).
21. Pandering on Tax Cuts, supra note 20.
22. Id.
23. See SENATE RULES COMMITTEE, COMMITTEE ANALYSIS OF SB 22, at 2 (Apr. 16, 2001) (explaining
the purpose of Chapter 5).
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II. EXISTING LAW
The VLF is imposed on vehicles subject to registration for the privilege of
operating that vehicle on the public highways of California.4 The amount of the
VLF is based on the market value of the vehicle, as determined by the DMV
The DMV establishes the market value for each new and used vehicle sold based
upon the price the consumer paid for the vehicle. Once the market value is
determined, the DMV sets the fee at two percent of the market value.27 Each year
the amount of the VLF decreases because the DMV uses a sliding scale to reduce
the market value of the vehicle at it gets older.
Following the enactment of section 10754 of the California Revenue and
Taxation Code, the Legislature created a further reduction in the VLF.29 In 1999,
there was a twenty-five percent reduction in the VLF.3° After 1999, the VLF was
either a 25-percent, 46.5-percent, 55-percent, or 67.5-percent reduction,
depending upon the financial condition of the State.3' The Legislature
permanently increased the minimum VLF offset to thirty-five percent in 2000.32
In addition to the aforementioned reductions, the Legislature enacted section
10754.2 of the Revenue and Taxation Code,33 which became effective on July 1,
2 00 0 M Pursuant to section 10754.2, the Legislature implemented the VLF dual-
offset program." The first phase of the dual-offset program entailed reducing the
VLF by thirty-five percent." After the registered owner of the vehicle paid the
remaining VLF, the second phase of the VLF offset took effect.37 This phase
24. CAL. REV. & TAX. CODE § 10751 (West 2000).
25. Id. § 10752 (West 2000).
26. Id. § 10753 (West 2000).
27. Id. § 10752.
28. See id. § 10753.1 (providing that the market value of a vehicle, when originally purchased, is eighty-
five percent of the cost price; eighty-five percent of that value for the second year; seventy percent for the third
year; fifty-five percent for the fourth year; forty percent for the fifth year; forty percent for the sixth year;
twenty-five percent for the seventh year; fifteen percent for the eight year; ten percent for the ninth year; and
five percent for the remainder of ownership; however, the value of the vehicle cannot be less than one dollar).
29. See 1998 Cal. Stat. ch. 322, sec. 2, at 5 (amending section 10754 of the California Revenue and
Taxation Code and establishing a twenty-five-percent offset in the VLF with the potential for greater reductions
if certain conditions are met concerning the State's General Fund revenues).
30. Id. at 6.
31. Id. at 5.
32. See 1999 Cal. Stat. ch. 74, sec. 1, at 1 (amending section 10754 of the California Revenue and
Taxation Code and establishing a thirty-five-percent minimum offset in the VLF).
33. See 2000 Cal. Stat. ch. 106, sec. 1, at 2 (enacting section 10754.2 of the California Revenue and
Taxation Code); see also 2000 Cal. Stat. ch. 107, sec. 2, at 7 (enacting section 10754 of the California Revenue
and Taxation Code and amending the section established by Chapter 106 by creating the dual-offset program).
34. SENATE RULES COMMITTEE, COMMITTEE ANALYSIS OF SB 22, at 2 (Apr. 16, 2001).
35. CAL. REV. & TAX. CODE § 10754.2 (West Supp. 2001).
36. Id.
37. Id.
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required the DMV to calculate the difference between the 35-percent reduction
and a 67.5-percent reduction." After this figure was calculated, DMV notified the
Department of Finance and the State Controller of the amount. 9 The State
Controller then mailed the registered owner of the vehicle a rebate check for that
amount. 40 This program was to remain in effect through the 2002-2003 fiscal
year.4 ' After that, the registered owner was receive the full sixty-seven and one-
half percent VLF offset on the registration renewal.42
III. CHAPTER 5
Chapter 5 eliminates the dual-offset program. 3 First, Chapter 5 repeals
section 10754.2 of the Revenue and Taxation Code, which implemented the VLF
dual-offset program." Second, Chapter 5 permanently reduces the VLF by sixty-
seven and one-half percent.45 Chapter 5 accomplishes this reduction by amending
section 10754 of the Revenue and Taxation Code to delete the provisions used to
increase the VLF offset based on the status of the State's General Fund.46 The
remaining provisions of section 10754 of the Revenue and Taxation Code
provide for a full sixty-seven and one-half percent offset, without such offset
being conditioned upon the status of the State's General Fund.47
IV. ANALYSIS
A. Eliminating the Dual-Offset Program Due to Administrative Costs
The DMV implemented the dual-offset program on January 1, 2001.48 Under
pre-existing law, the registered owner of a motor vehicle received a thirty-five
percent offset on her registration renewal from the DMV.49 After the registered
owner paid the registration and other fees, the DMV was required to calculate the
difference between the VLF offset of thirty-five percent and the VLF at sixty-
38. Id.
39. Id.
40. Id.
41. CAL. REV. & TAX. CODE § 10754.2.
42. Id.
43. SENATERULES COMMITrEE, COMMITTEEANALYSIS OFSB 22, at 2 (Apr. 16, 2001).
44. See SENATE COMMITrEE ON REVENUE AND TAXATION, COMMITrEE ANALYSIS OF SB 22, at 2 (Feb.
7, 2001) (stating that "[t]his bill (Chapter 5) would reduce the VLF charged to taxpayers by the full 67.5
percent").
45. 2001 Cal. Stat. ch. 5, sec. I at 1.
46. See generally id. at 2 (detailing the amendments to section 10754 of the Revenue and Taxation
Code).
47. Dep't of Motor Vehicles, supra note 19.
48. CAL. REV. & TAX. CODE § 10754.2 (West Supp. 2001).
49. Id.
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seven and one-half percent. The State Controller's Office then issued a check
for the amount of the difference and mailed it to the registered owner."
The dual-offset program proved to be very costly to the State-
approximately twenty-two million dollars per year.52 Chapter 5 maintains the
VLF reduction, but it requires DMV to calculate the entire reduction up-front. 3
The vehicle's registered owner sees the entire reduction on the vehicle's
registration renewal, ' thereby saving the State twenty-two million dollars a year
in administrative costs.
55
B. Chapter 5 Eliminates the Political Nature of the Dual-Offset Program
Critics of the dual-offset program claim the sole purpose of the program was
to promote the political career of Governor Gray Davis. 6 The Legislature and
Governor Gray Davis could have simply given California taxpayers a 67.5-
percent reduction in the VLF instead of pushing for the use of the dual-offset
program.57 As evidence that the dual-offset program was politically motivated,
one critic points to a statement given by Governor Gray Davis, "People don't
appreciate the fact that they're getting a rebate unless they see it in their hands."
6
0
Further evidence of the political nature of the dual-offset program was the defeat
of Assembly Bill 2165 (AB 2165) and Senate Bill 540 (SB 540) during the 2000
legislative session. s On February 23, 2000, Assemblymember Tom McClintock
introduced AB 2165.59 AB 2165 would have eliminated the dual-offset program
and reduced the VLF by 67.5 percent.6° Fundamentally, AB 2165 was identical to
50. Id
51. Car Tax Chicanery, supra note 20; Car Tax Cut, supra note 20; Pandering on Tax Cuts, supra note
20; Clever "Tax-Cut' Maneuver, supra note 20; Vehicle-Tax Refunds, supra note 20.
52. See SENATE RULES COMMIrEE, COMMITEE ANALYSIS OF SB 22, at 2 (Apr. 16, 2001) (discussing
the estimated cost of the dual-offset program as twenty-two million dollars as compared with twenty-eight
million vehicles subject to the system).
53. ASSEMBLY COMMITrEE ON APPROPRIATIONS, COMMITTEE ANALYSIS OF SB 22, at 2 (Apr. 18,
2001).
54. ASSEMBLY COMMITTEE ON APPROPRIATIONS, COMMITTEE ANALYSIS OF AB 2165, at 1 (Aug. 9,
2000) (providing the reduction to each taxpayer shall be 67.5 percent instead of 35 percent, eliminating the need
for a rebate check).
55. See id. (providing the State with administrative cost savings of twenty-two million dollars by
eliminating rebates).
56. See Car Tax Cut, supra note 20 (describing the rebate checks from Governor Davis as "political
self-promotion" accompanied by a "political love letter" from Governor Davis).
57. See Clever "Tax-Cut' Maneuver, supra note 20 (discussing the option of doing away with the rebate
checks and cutting the tax by the amount rebated instead).
58. Id.
59. Daniel Weintraub, Plenty of Flimflam Behind the DMV License Refund, CAPITOL ALERT,
Sacramento (Dec. 17, 2000), available at http://www.capitola/weintraub/weintraub.decl7-00.html (last visited
July 24, 2001) (copy on file with the McGeorge Law Review).
60. AB 2165 (as introduced Aug. 23, 2000, but not enacted).
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Chapter 5.6 However, AB 2165 was placed on the Assembly Committee on
62Appropriations' suspense file and then held under submission. AB 2165 would
not have met the legislative deadlines to make it to the Governor's desk, so its
language was incorporated into SB 540.63 SB 540 received bipartisan support in
the Assembly,67 but it was held in the Senate Committee on Rules. 64 Due to this
delay, SB 540 did not meet the legislative deadlines, and it failed to pass on the
last day of the legislative session.65 Critics of the dual-offset program believe SB
540's defeat was politically motivated.6
Governor Davis reversed his position on the dual-offset program and signed
Chapter 5 on April 19, 2001, stating, "[t]his bill will expedite relief to taxpayers
and greatly reduce administrative CoStS.
67
V. CONCLUSION
Chapter 5 "corrects an injustice to the taxpayers of California., 6' This
injustice, the dual-offset program, cost the State twenty-two million dollars
annually to administer. 69 By eliminating this program, taxpayers will receive the
entire offset up-front, while the financial burden placed upon the State will be
alleviated. Chapter 5 makes the VLF offset "immediate and uncomplicated."'"
61. ASSEMBLY COMM1r7EE ON APPROPRIATIONS, COMMITTEE ANALYSIS OF AB 2165, at 2 (Aug. 23,
2000).
62. AB 2165 (as introduced on Aug. 23, 2000, but not enacted).
63. See id. (indicating AB 2165 was placed with the Assembly Committee on Appropriations on August
23, 2000 and held under submission on August 24, 2000); see Press Release, California State Assembly
Republican Caucus, Assembly Does Away with Car Tax Rebate Scheme (Aug. 30, 2000), available at
http://republican.assembly.ca.gov/news/archived/newsletter168.html [hereinafter Republican Caucus Press
Release] (copy on file with the McGeorge Law Review) (incorporating AB 2165 and SB 540 so that the Bill
could be on the Governor's desk by the deadline).
64. Republican Caucus Press Release, supra note 63.
65. Weintraub, supra note 59, at 2.
66. Id.; see Press Release, Senator Tom McClintock, Governor Signs Car Tax Cut Bill (Apr. 19, 2001),
available at http://republican.sen.ca.gov/web/mcclintock [hereinafter McClintock Press Release] (copy on file
with the McGeorge Law Review) (discussing the "behind the scenes" opposition of similar reforms from
Governor Davis).
67. See Press Release, Governor Gray Davis, Governor Davis Signs Legislation (Apr. 19, 2001),
available at www.governor.ca.gov (copy on file with the McGeorge Law Review) (discussing Governor Davis'
change of direction by supporting the bi-partisan SB 22 to reduce taxes and eliminate the rebate system); accord
Kevin Yamamura, Davis Signs End to Vehicle Fee System: The Bill Stops Rebate Checks But Reduces
Registration Costs 76.5%, CAPITOL ALERT, Sacramento (Apr. 20, 2001), available at www.capitolale/
news/old.html (copy on file with the McGeorge Law Review).
68. McClintock Press Release, supra note 66.
69. SENATE COMMITTEE ON RULES, COMMITTEE ANALYSIS OF SB 22, at 2 (Apr. 16, 2001).
70. See Press Release, Assemblymember Cogdill, Assemblyman Cogdill Fights for Swift Tax Relief,
(Apr. 16, 2001), available at http://republican.assembly.ca.gov/members/25/pressrelease3319.html (copy on file
with the McGeorge Law Review) (quoting Assemblymember Cogdill).
71. Id.
